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1 . 

Introduction 

The  assigned  task  of  our  Sub-committee  v;as  to  suggest  means 
of  equalizing  educational  opportunity  in  the  school  districts  of 
the  Commonwealth  to  the  extent  that  equality  can  be  achieved  by 
fiscal  means.     We  recognize  that  the  attainment  of  equal  educa- 
tional opportunity  requires  much  more  than  a  uniform  and  adequate 
per  pupil  expenditure  financed  through  uniform  and  proportional  tax 
structures.     We  see  the  need  for  the  development  of  goals  and 
evaluative  procedures  at  the  state  level,  and  the  need  for  account- 
ability at  the  local  level.     These  activities  are  essential  to  the 
effective  use  of  state  aid  in  the  improvement  of  educational 
performance . 

In  the  course  of  our  study  we  found  little  evidence  of  recent 
progress  toward  achieving  equality  of  school  support.     Despite  a 
generally  improved  level  of  expenditure  for  schools  and  a  significant 
increase  in  Chapter  70  funds,  the  relative  difference  between  the 
lowest-spending  communities  and  the  median  spending  level  remains 
substantially  the  same  as  it  was  five  years  ago  when  the  NESDEC 
formula  was  adopted.     A  recent  rating  of  state  equalizing  systems 
by  the  National  Educational  Finance  Project ,  which  measured  some 
aspects  of  effectiveness,  placed  Massachusetts  in  33rd  place,  which 
places  it  below  California  which  has  a  higher  rating.     The  action  of 
the  1971  legislature  relative  to  Chapter  70  has  undoubtedly  improved 
the  ranking  cf  Massachusetts. 

We  believe  that  the  continued  inability  or  failure  of  many 
cities  and  towns  to  achieve  acceptable  levels  of  school  support 
requires  immediate  and  courageous  action  by  the  Legislature. 


2. 

Our  sense  of  urgency  In  proposing  a  course  of  action  results  not 
so  much  from  the  California  court  decision  and  its  sequels  as 
from  our  awareness  of  the  minimal  progress  the  state  has  made 
toward  equality  of  school  support,  and  of  the  importance  of 
providing  for  equal  educational  opportunity.     The  urgency  of  this 
problem  requires  immediate  action.     Judicial  action  to  require 
the  Commonwealth  to  act  relative  to  this  problem  is  not  likely  to 
occur  for  a  number  of  years. 

Our  recommendations  include  both  important  changes  in  the 
school  aid  laws  and  equally  important  changes  in  other  aspects 
of  state-local  fiscal  relations.     The  implementation  of  these 
recommendations  depends  on  the  ability  of  those  whose  primary 
concern  is  schools  to  recognize  the  larger  fiscal  context  in 
which  the  school  aid  system  functions  and  their  willingness  to 
take  an  active  part  in  recurring  fiscal  reforms  v/hich  are 
prerequisites  to  equality  of  educational  opportunity. 

Current  Fiscal  Inequalities 

To  illustrate  inequality  in  Massachusetts,  attention  is 
focused  on  the  Worcester  County  Community  of  Oxford.     Oxford,  in 
1969-70,  had  a  per  pupil  cost  of  $66l  -  $60  below  the  state 
average.     Yet  Oxford's  effort  ranked  second  in  the  state  that 
year  with  $7.1^  per  $100  of  equalized  valuation.     Brookline,  by 
comparison,  ranked  303  out  of  the  351  cities  and  towns  in 
Massachusetts  in  local  effort.     Brookline,  with  its  per  pupil 
cost  of  close  to  $1300,  had  almost  twice  as  much  to  spend  on  each 
child  and  required  three  times  les s  effort,  because  Brookline 's 
effort  is  set  at  $2.30  per  $100  of  equalized  valuation. 
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3. 

The  principal  reason  for  this  difference  Is  found  In  Brookline's 
$55,500  equalized  valuation  per  school  attending  child,  which  Is 
$4^,000  higher  than  Oxford's  rate. 

NEFP  Equalization  Rating 

The  central  staff  of  the  National  Educational  Finance  Project 
has  developed  a  method  for  scoring  the  extent  of  financial  equali- 
zation in  the  school  aid  programs  of  the  states.     Consideration  is 
given  to  the  extent  of  state  support,  the  recognition  of  local  tax- 
paying  ability,  and  the  recognition  of  educational  cost  variables. 
On  a  scale  of  1  to  8.400,  Hawaii's  state  school  system  rates  a 
perfect  8.400.     Based  on  1968-69  data,  Connecticut's  flat-grant 
program  is  scored  at  the  bottom — 2.295.     Massachusetts  ranks  a  poor 
33rd  with  a  score  of  4.536,  slightly  behind  California's  4.841  but 
ahead  of  Minnesota's  4.333.     The  Minnesota  system  of  public  school 
financing  has  been  found  by  a  federal  district  court  judge  to  be  in 
violation  of  the  l4th  Amendment. 

Under  the  NEFP  scoring  system  the  Massachusetts  percentage  re- 
imbursement program  as  enlarged  by  the  1971  legislature  would  show 
a  much  improved  score.     With  the  further  changes  proposed  here  it 
would  probably  produce  a  score  close  to  Rhode  Island's  3rd  ranked 
6.862.     Rhode  Island's  percentage  equalizing  system  is  outscored 
only  by  Utah's  foundation-type  plan,  scored  at  7.143. 

Typical  Forms  of  State  Aid  for  Public  Education 

The  coiTimittee  has  carefully  considered  other  alternatives  to 
the  present  percentage  reimbursement  (NESDEC)  type  of  aid  formula. 
Basically,  state  aid  for  schools  has  developed  into  four  forms: 
flat  grants,  foundation  plans,  percentage  equalizing  plans,  and 
combination  plans. 


n. 

The  flat  grant  is  the  earliest  and  most  simple  of  state  aids. 
Generally,  its  probable  effect  is  non-equalizing,  for  rich  and  poor 
districts  alike  receive  per  pupil  grants,  and,  thus,  it  fails  to 
narrow  the  gap  between  the  rich  and  poor  districts.     Under  certain 
conditions,  the  flat  grant  could  approach  an  equalizing  effect. 
However,  such  a  situation  does  not  exist  among  the  states. 

The  foundation  plan,  which  in  essence  is  a  state  guaranty  to 
a  district  that  if  the  latter  will  tax  itself  at  a  particular 
minimum  level,  a  specific  sum  per  pupil  (or  other  measurable  object) 
will  be  made  available.     Foundation  plans  cannot  achieve  full  equal- 
ization, for  once  the  guaranteed  foundation  level  is  exceeded  by 
individual  local  efforts,  varied  increments  are  produced  that  are 
keyed  to  the  wealth  of  the  district. 

The  percentage  equalizing  plan,  in  theory,  empovjers  a  district 
to  set  its  own  budget  and  the  state  must  support  it  in  inverse  pro- 
portion to  the  relative  wealth  of  the  district.  It  is  a  fully 
equalizing  system  but  in  practice  none  exists.  It  is  observed  that 
while  poorer  districts  in  general  tend  to  make  a  greater  tax  effort 
for  education  than  the  wealthier  districts,  their  resultant  educa- 
tional offerings  are  significantly  lower  than  the  latter. 

The  Massachusetts  approach  to  state  aid  for  public  schools  is 
based  on  a  percentage  equalization  formula.     In  this  plan  the  state 
shares  local  school  costs  on  a  percentage  basis.     This  percentage 
will  vary  according  to  local  ability  to  pay,  and  in  theory, 
eliminates  local  wealth  as  a  factor  in  providing  quality  of  educa- 
tion.    However,  in  reality,  the  state  aid  program  in  Massachusetts 
has  been  crippled  by  a  series  of  amendments  which  have  sharply 
reduced  the  intended  equalizing  effort  of  this  plan. 
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5. 

Our  recommendations  are    intended  to  correct,  in  large  part,  the 
negative  effect  of  these  crippling  amendments. 

State  Financing  of  Schools 

The  committee  has  considered  the  total  financing  of  Massa- 
chusetts public  schools  by  the  state  as  the  most  complete  way  of 
achieving  equality  among  districts.     Whatever  its  advantages,  we 
find  little  statewide  support  for  this  ultimate  step,  and  a  wide- 
spread feeling  that  it  is  irreconcilable  with  local  control. 

Total  state  financing  would  have  required,  this  year,  more 
than  $700  million  ©f  additional  state  revenue--an  amount  approxi- 
mately equal  to  the  current  yield  of  the  income  tax,  and  an  amount 
too  large  to  add  to  the  present  state  tax  structure  without 
competitively  disastrous  tax  rates  in  all  areas  of  taxation. 
Doubling  the  income  tax  yield,  even  nn  a  graduated  rate  basis 
would  require  rates  almost  double  those  now  in  effect  in  any  other 
state . 

The  alternative,  if  the  state  is  to  find  new  revenues  of  the 
magnitude  necessary  for  full  state  financing,  is  a  state  property 
tax  assessment  for  which  the  Master  Tax  Plan  Commission  found 
little  support.     V/e  conclude  that  full  state  financing  of  schools 
is  not  feasible  at  this  time. 

The  California  Decision 

The  committee  is  aware  that  its  recommendations  which  follow 
would  carry  the  Massachusetts  system  further  toward  the  objective 
of  equal  educational  opportunity  than  the  recent  California  Supreme 
Court  decision  (Serrano  v.  Priest)  by  a  strict  reading  seems  to 
require . 


This  decision,  for  example,  considers  only  the  availability 
of  fiscal  resources  to  the  local  school  district,  not  their 
utllizat ion .     Nothing  is  said  about  levels  of  local  tax  effort 
and  how  these  are  to  be  defined.     Whether  or  not  future  Judicial 
decisions  in  Massachusetts  or  elsewhere  reach  to  this  issue,  it 
seems  to  the  committee  that  equal  opportunity  for  children  is 
not  really  achieved  if  local  unwillingness  to  use  available 
resources  is  allowed  to  go  unchallenged.     Our  recommendations, 
therefore,  contemplate  state  intervention  in  local  effort,  if 
not  through  effective  leadership,  goal-setting,  and  standard- 
enforcing  by  the  state,  then  by  means  of  mandated  floors  under 
local  spending  or  tax  effort. 

Similarly,  the  California  decision  fails  to  deal  with 
educational  needs  as  a  significant  variable  in  measuring  the 
equity  of  a  fiscal  system.     In  an  earlier  decision,  a  federal 
court  found  that  "educational  needs"  was  a  nebulous  concept, 
lacking  "judicially  manageable  standards"  and  therefore  "non- 
justiciable" (Mclnnls  v.  Ogilvie) . 

Another  variable  which  may  greatly  affect  the  educational 
opportunity  of  a  school  child,  even  under  an  ideal  fiscal-support 
system,  but  which  undoubtedly  must  also  be  classified  as 
"unmanageable"  and  "nonjusticiable,"  is  cost  effectiveness.  This 
committee  also  finds  this  concept  unmanageable. 

Still  another,  if  more  remote,  aspect  of  equality  of  opportu 
nity  is  the  sort  of  Inequality  which  may  result  from  the  use  of 
local  district  wealth  to  provide  exceptional  educational  opportu- 
nities beyond  the  financial  reach  of  most  districts.     Whether  or 
not  the  protection  of  the  l4th  Amendment  is  ever  found  to  reach 
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this  far,  it  seems  to  the  committee  that  any  reimbursement  from 
the  state — even  as  little  as  10  per  Cv.nt--ac ting  as  an  incentive 
to  unlimited  spending  may  (granted  the  value  of  the  bellwether 
school  system)  work  against  equal  opportunity  in  this  dimension. 
Accordingly,  the  committee  has  considered,  but  abandoned,  the 
idea  of  removing  the  limitation  on  reimbursable  expenditures, 
now  110  per  cent  of  the  state  mean. 

The  California  decision  does  not  consider  how  other  widely 
varying  burdens  on  the  tax  bases  of  school  districts  may  affect 
their  adequacy  for  school  support.     We  have  carefully  considered 
the  value  and  effectiveness  of  a  "municipal  load"  factor  attached 
to  the  NESDEC  formula,  which  would  have  the  effect  of  raising  the 
reimbursement  percentage  in  cities  and  towns  with  above-average 
property  tax  burdens  for  nonschool  purposes.  We  have  agreed, 
however,  that  direct  state  support  of  nonschool  municipal  func- 
tions, on  an  equalizing  basis,  is  the  better  way  of  recognizing 
this  limitation  on  the  availability  of  property  taxes  for  school 
support.     The  Legislature,  this  year,  has  adopted  two  such 
equalizing  state  aid  formulas  for  municipal  purposes,  v/hich  may 
total  as  much  as  $60  to  $70  million  in  1972.     We  have,  therefore, 
concluded  that  the  expansion  of  these  programs  will  best  serve 
our  purpose  and  that  no  further  consideration  should  be  given  to 
a  "municipal  load  factor"  in  the  school  formula  unless  further 
progress  in  developing  equalizing  municipal  grants  seems  unlikely 

Finally,  with  respect  to  the  urgency  of  immediate  action 
to  meet  probable  court  challenges,  the  Committee  assumes  that  a 
reasonable  period  of  time  to  achieve  a  sound  equalization  program 
perhaps  two  to  three  years — is  not  only  necessary  but  also 
acceptable  to  the  courts. 
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The  California  Supreme  Court,  in  a  recent  (October  21)  "modifi- 
cation" of  its  opinion  of  August  30,   said,   in  part: 

"...We  deem  it   appropriate  to  point  out   ...  that 
if,   after  further  proceedings,   that  (trial)  court 
should  enter   final   judgment   determining  that  the 
existing  system  of  public   school  financing  is 
unconstitutional  and  invalidating   said   system  in 
whole  or  in  part,   it  may  properly  provide  for  the 
enforcement  of  the  Judgment   in   such  a  vay  as  to 
permit  an  orderly  transition   from  an  unconstitu- 
tional to  a  constitutional   system  of  school  fi- 
nancing.     ...   a  determination  that   an  existing 
plan  of  governmental  operation   denies  equal 
protection   does  not   necessarily  require  invali- 
dation of  past  acts  undertaken  pursuant  to  that 
plan  or  an   immediate  implementation  of  a  consti- 
tutionally valid  substitute.     Obviously,  any 
judgment  invalidating  the  existing  system  of 
public   school  financing  should  make  clear  that 
the  existing  system  is  to  remain  operable  until  an 
appropriate  new  system,   which  is  not  violative  of 
equal  protection  of  the  laws,   can  be  put  into 
effect . " 


RECOMMENDATIONS 


The  committee  recommends  and  urges  the  following  changes  in  the 
school  aid  statutes  by  legislation  to  be  enacted  in  1972: 

1.  Raise  the  basic  school  aid  percentage  from  35%  (100-65)  to 

H0%  (100-60),  effective  in  197^. 

The   effect   of  1971  legislation   eliminating  the 
deduction  of  Chapter  70  aid  from  reimbursable 
expenditures   (the  yo-yo   effect)  will  be  to  in- 
crease Chapter   TO  entitlements   by  some   $70  mil- 
lion  in   1972.      Since  the  aggregate  of  all 
distributions,    including  Chapter   70,  special 
education  and  the  machinery  formula,    is  limited 
to  a   statutory  ceiling  which  is  geared  to  sales 
tax  collections,  the  result    in  1972  will  be  to 
eliminate  altogether  the  historic  distribution 
on   on  a  valuation  basis  and   still  leave  an  in- 
sufficient balance  under  the  ceiling  to  pay  all 
of  the  Chapter   70  entitlements.     Thus,   the  en- 
larged Chapter  70  program  can  only  be  partially 
funded  in  1972,  to  the  extent  of  perhaps   $Uo  mil- 
lion.     With  removal   of  the  statutory  ceiling, 
proposed  belovr,   the   full   entitlement  would  be 
paid  in  1973,  up  $50  to   $60  million  from  1972. 
With  an  increase  in  the  formula  percentage  to 
UO^  in   197^,   a   further   increase  of  $hO  to  $50 
million   in  Chapter  70  aid  will  result.  The 
committee  feels  that   this  three-step  approach  is 
the  most   practical  one  under  present  conditions. 

2.  Lower  the  minimum  reimbursement  percentage  from  15%  to  10^, 

effective  in  197^- 

The   purpose  of  this   change   is   to  broaden  the 
range  of  equalization.      It  will  have  the  effect 
of  offsetting   in  varying  degrees  the  increase 
in   school  aid  which  would  other^rise  result  from 
Recommendation   #1   in  wealthier   school  districts. 

3.  Continue  vocational  education  and  special  education  as  sep- 
arate reimbursement  programs  but  substitute  the  Chapter  70 
school  aid  percentage  for  the  present  50%  rate  of  reimburse- 
ment, effective  in  1973- 

The  committee  considers  it  essential  to  place 
these  programs  on  an  equalizing  basis  to  con- 
form with  lUth  Amendment  requirements. 


10. 


Incorporate  supplementary  aid  for  regional  districts  (G.L.,  c.71, 

S.I6D)  in  the  Chapter  70  program  and  limit  its  application  to 

regional  district  assessments,  effective  in  1973« 

The   comnittee  sees   no  equity   in  the  present  practice 
of  applying  the  15%  supplement  to  the   entire  Chapter 
TO   entitlement,  however  inconsequential  the  toi/n's  or 
city's   participation  in  a  regional  program. 
We  propose  that   each  regional   district  member  be 
entitled  to  an   additional  15%  of  that  proportion  of  its 
Chapter  TO  entitlement  that  its  regional  school  assess- 
ments bear  to   its   total  reimbursable  expenditures. 

5.  Fix  a  minimum  statutory  expenditure  goal  for  each  city  and  town, 
to  be  determined  by  the  Department  as  the  smaller  of  (a)  90  per- 
cent of  the  state  average  reimbursable  expenditure  per  pupil, 
and  (b)  the  prior  year's  reimbursable  expenditure  per  pupil 
increased  by  the  statewide  rate  of  increase  in  per  pupil 
expenditure  plus  5  percent,  enforced  by  the  penalty  of  loss  of 
aid,  effective  in  1973. 

The  committee  feels  that  a  sudden,   large  increase 
in  spending  mandated  by  the  state  is  not  always 
conducive  to  the  m.ost  effective  use  of  the  additional 
money,   and,  therefore,  proposes   this  gradual  approach. 
The  deferred  effective  date   (1975)    is   intended  to 
allow  tine  for  the  incentive  effects   of  an  enlarged 
Chapter  TO  and  of  State-set   educational  goals  to 
prove  them.s elves..      Some  members   of  the   committee  feel 
that  this  recom.mendation ,  by  condoning  a  gradual  and 
cautious   raising  of  spending  standards,   may  prove 
counterproductive  to  equal  opportunity. 

The  committee  feels  that  the  following  recommendations  relating 

to  non-school  aspects  of  the  state-local  fiscal  relationship 

are  at  least  as  important  for  the  achievement  of  educational 

equality  as  the  recommended  school  aid  changes. 

1.     Seek  executive  and  legislative  action  to  increase  state 

financial  support  for  non-school  municipal  functions,  on 

equalizing  formulas,  to  a  level  equal  to  at  least  15  percent 
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of  such  expenditures  (6.2%  in  1971-72),  bef^lnnlng  at  once. 

The  conmlttee  considers  this   its  nost  crucial 
recommendation.      The  effect   of   such  additional 
municipal  or  all-purpose  grants    ($l60  nillion- 
plus)--or  their  equivalent   in  transfers  of 
county  or  municipal  responsibilit  ii-s  to  the 
State--comb ined  with  the  additional  school  aid 
which  we  propose  here,  will  be  to  lower  the 
state-local  reliance  on   property  taxes  to 
or  less  of  total  taxes.     At  the  sane  tine, 
their  effect  will  be  to  free   for  school  use  a 
greater   share  of  the  local  property  tax  base, 
particularly  where  this   is  now  nost  limited 
and  overburdened  with  municipal  costs.  At 
present,   the  2^%  local  share  of  school  costs 
under  Chapter  70  in  a  poorer  community,  assum- 
ing a  near-average  spending  level,  nay  be  much 
more  burdensome  to  property  taxpayers  than  the 
85^  or  90%  local  share  in  a  wealthy  community. 
The  most  direct  and  effective  way  to  correct 
this  inequality  in  required  local  tax  effort 
is  by  equalizing  grants  reasonably  related  to 
non-school  municipal  needs.     The  committee  does 
not  at  this  time  reconnend  the  alternative  of  a 
"municipal  load  factor"  attached  to  the  school 
aid  formula.     The  committee  accepts  in  principle 
the  plan  advanced  by  the  Master  Tax  Plan  Con- 
mission  to  accomplish  this  purpose. 

Amend  the  distribution  law  (G.L.,  c.58,   S.I8A)  to  remove  the 

present  dollar  ceiling  on  all  distributions  and  to  eliminate 

the  provision  for  distribution  of  any  amount  on  a  valuation 

basis,  effective  in  1973. 

See  A-1  above   for   explanation.     This   is  another 
critically  important  r ecomnendat ion .     The  effect 
would  be  to  terminate  once  and   for  all  the 
counter-equalizing  valuation  distribution  which 
has  been  a  feature  of  Massachusetts   state  aid 
for  generations,   and  to  assure   full  payments  of 
school  aid  entitlements  in  future  years. 

Actively  support  legislation  at  the  1972  session  to  improve 

the  State's  practices  in  equalizing  local  property  values. 

The  committee  in  its  studies  has  been  constantly 
frustrated  by  the  demonstrated  unreliability  of 
existing  valuation  data.     The  necessity  for  im- 
proved equalization  procedures  becomes  constantly 
more  urgent  as  the  use  of  equalized  valuations 
is  extended. 


Support  1972  legislation  to  base  county  tax  assessments  on 

current  equalized  valuations  instead  of  1945-61  valuations 

(1963,  C.66O). 

The  effect  of  such  legislation   is  to  shift  a 
significant   part  of  county  costs   from  older 
communities  to  generally  higher -inc one  growth 
connunities. 


